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Introduction 

 

This memorandum presents information regarding the preliminary economic analysis prepared 

for certain hypothetical development sites along Main Street in Mammoth Lakes, California.  

The intent of the preliminary analysis is to determine the potential economic feasibility of 

certain land use types and intensity of development as part of the Main Street Transportation 

and Implementation Plan.  The preliminary economic analysis is based on a stipulated set of 

cost, revenue, financing and investment assumptions related to the subject hypothetical 

development programs.   

 

The three hypothetical development sites and related land use addressed in this preliminary 

economic analysis include: (1) Site A – Hotel; 2) Site D – Commercial / Residential Mixed-

Use; and 3) Site E – Commercial, Hotel and Residential.   

 

Findings 

 

The preliminary results of the economic analysis of case study development sites A, D and E 

indicate the following: 

 

1. The estimated total development costs of subject proposed case study site development 

programs are projected to exceed the respective estimated net project values.  The primary 

reasons for this result are:  

 

 the extent of development costs associated with the proposed type of the proposed 

development programs – in particular the proposed use of structured parking (below-

grade) for Sites A and E;  

 the extent of the current Town of Mammoth Lakes development impact fees; and  

 the inability of current estimated market-rate rents for commercial and multiple-family 

residential (apartments), and sale prices for ownership housing to fully offset the 

estimated total development costs of the development. 
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2. The amount of estimated available cash flow beyond required debt service payments is 

projected to be very limited particularly in the early years of project operations.  Due to the 

reasons indicated in item 1 above, the estimated range for return-on-equity for the subject 

proposed case study site development programs is projected to be substantially less than the 

assumed targeted figure for an acceptable return-on-equity to a developer / investor of 

15.0%.  Acceptable return-on-equity investment levels may potentially be achieved in the 

long-term if there is an escalation in values resulting from increased commercial and 

residential rents over time. 

 

3. Further analysis of the subject case study site development programs should be focused on 

approaches to increase the economic productivity of hypothetical development sites e.g. 

increased allowed building heights, increased allowable density, reduced on-site parking 

with provision of some parking required through joint-use / shared parking facilities 

strategically located along the Main Street corridor.  In the early years of the planned Main 

Street corridor revitalization development programs will need to focus on providing 

required parking by means of surface or tuck-under parking. 

 

I. Land Use and Development Programs 

 

For the purposes of this preliminary economic analysis we used the proposed development 

programs for the three subject hypothetical development sites as provided by the Town of 

Mammoth.  These proposed development programs are described in detail in the respective 

attachments to this memorandum. 

 

1. Site A - Hotel - The proposed development program includes a five-story hotel building 

with 78 rooms (52,300 gross square feet) along with 78 on-site parking spaces (9 surface 

spaces and 69 structured parking spaces in an underground garage on the 1.0 acre site.   

 

2. Site D – Commercial / Residential Mixed-Use - The proposed development includes a two-

story building with one-story of multiple-family rental housing (apartments) above a one-

story ground floor retail space on the 0.5 acre site.  On-site surface parking is included as 

part of the hypothetical development program.   

 

For purposes of this preliminary economic analysis, we have presented two versions of this 

case study site.  The first version includes five residential units, 5,000 square feet of 

commercial retail space and nine on-site surface parking spaces.  The second version 

includes nine residential units, 5,000 square feet of commercial retail space and nine on-site 

surface parking spaces. 

 

3. Site E – Commercial, Hotel and Residential - The proposed program includes a 5 story 

hotel building with 300 rooms (215,000 square feet) and 10,000 square feet of ground floor 

commercial retail space, 25,000 square feet of free-standing commercial retail space and 34 

for-sale residential units (26 condominium units and 8 townhouse units) on the 5.0 acre site.   

 

On-site parking for the commercial and hotel is provided by a 440 space below-grade 

parking garage.  Fifty-two (52) on-site surface parking spaces are provided for the 

condominium units and individual two-car garages are provided for each townhouse unit. 
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II. Preliminary Economic Analysis 

 

A. Estimated Development Costs 

 

Estimated total development costs were prepared for each of the three case study site 

development programs including land, direct construction, indirect and financing costs 

providing an "order-of-magnitude" estimate (presented in 2012 dollars) as described below.   

 

Land 

Based on our interviews with developers and review of applicable materials provided by the 

Town of Mammoth Lakes staff, we used an assumption that the estimated existing value of 

vacant land similar in terms of size to the hypothetical case study sites along Main Street is 

approximately $1.0 million per acre. 

 

Direct Construction 

The indicated estimate of direct construction costs include costs for public improvements, site 

work, building construction, tenant improvements, parking, general contractor and contingency.  

Table 2 of each case study site development program analysis attached to this memorandum 

summarizes the estimated development cost associated with each hypothetical land use 

development type.  As part of the preliminary analysis we used the following assumed basic 

building construction cost estimates (plus a 15.0% cost for general contractor costs).   

 

 commercial retail space - $110.00 per square foot (wood frame);  

 hotel – $130.00 per square foot (wood frame); 

 multiple family residential (apartment) - $120.00 per square foot (wood frame); and  

 for-sale residential (condominium and townhouse) - $140.00 per square foot (wood frame) 

 

Based on our interviews with developers, prior experience, and review of applicable materials 

provided by the Town of Mammoth Lakes staff, we used the following assumed sources of 

development cost: 

 

 Site work - $10.00 per square foot of site area 

 Tenant improvements - $40.00 per square foot of commercial retail lease space  

 Hotel FF&E - $12,500 to $15,000 per room 

 Surface Parking - $10.00 per square foot of parking area 

 Structured Parking (Below-grade) - $75.00 per square foot of parking area 

 

The estimated development costs do not include any off-site public infrastructure (water, sewer, 

etc.) improvement or on-site environmental remediation costs. 

 

Indirect Construction 

The estimated costs for non-construction items including predevelopment, architecture, 

engineering, permits / fees, taxes, legal, title, closing, marketing, leasing commissions, 

administration / overhead, developer fee and contingency.  For purposes of this preliminary 

economic analysis the Town of Mammoth Lakes Affordable Housing Policy is applied to the 

hypothetical case study site development programs.  For the purposes of this preliminary 

analysis the amount of estimated indirect costs range from approximately from 35.0% to 45.0% 

of the estimated direct construction costs depending on the land use / development type. 
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Financing  

The estimated costs associated with either private financing of the proposed improvements 

including estimated construction loan fees and related costs, and construction loan interest.  For 

the purposes of this preliminary analysis the amount of estimated financing costs range from 

6.0% to 10.0% of the estimated direct construction costs depending on the land use / 

development type. 

 

A summary of the estimated total development cost for each of the three subject case study site 

development programs is presented below. 
 

Table 1: Summary of Estimated Development Costs (in millions) 

 

     Site A  Site D-1 Site D-2 Site E 

 

Land     $  1.0  $ 0.5  $  0.5  $  5.0 

Direct Construction   $12.3  $ 2.5  $  2.7  $66.9 

Indirect     $  5.6  $ 0.8  $  1.0  $28.4 

Financing    $  0.8  $ 0.2  $  0.2  $  7.0 

 

Total     $19.7  $ 4.0  $4.5  $107.3 

   Per SF (Building Area)  $376  $404  $300  $376 

Source: A. Plescia & Co. 

 

B. Operating Revenue and Expenses 

 

Based on interviews with knowledgeable real estate brokers and a review of secondary real 

estate market data we made assumptions for lease rates for commercial retail space, average 

daily room rates for hotel, monthly rents for multiple family residential (apartment) units, and 

unit sale prices for for-sale residential (condominium and townhouse) units as follows: 

 

 commercial retail space - $1.50 per square foot (NNN) plus $0.75 in tenant reimbursements 

(common area maintenance) charges; 

 hotel - blended average daily room rate of $250.00 per room per night taking into account 

peak and non-peak seasons; 

 multiple family residential (apartment) - monthly rent of $2.00 per square foot plus $75 per 

space per month for parking; and  

 for-sale residential - $400.00 per square foot and $450.00 per square foot for condominium 

and townhouse units, respectively. 

 

For purposes of this preliminary economic analysis, we assumed annual rent and operating 

expense escalation of three-percent.  Annual operating expenses are assumed to be $9.00 per 

square foot for commercial retail space, 25.0% of estimated annual gross income for hotel, and 

25.0% of effective gross income for multiple-family residential (apartments).  The basic 

estimated operating revenue and income expenses assumptions are summarized below. 
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Table 2: Operating Revenue and Expense Parameters 

 

     Commercial  Hotel  Apartment  

 

Base Monthly Lease Rate  $1.50 / SF NNN   $2.00 / SF 

Average Daily Room Rate     $250.00 

Annual Occupancy Rate   90.0%   50.0%  95.0% 

Annual Revenue Escalation  3.0%   3.0%  3.0% 

Annual Operating Expenses  $10.00 / SF   25.0% of  25.0% of 

        gross income gross income 

Annual Expense Escalation  3.0%   3.0%  3.0% 

Source: A. Plescia & Co. 

 

C. Net Project Value 

 

Project value estimates were prepared based on an income approach to valuation using 

estimated rents for the commercial retail space and multiple-family residential (apartment) 

units (components of the respective development programs for Sites A, D and E).  The 

estimated project values were derived by capitalizing the estimated annual net operating 

income using a capitalization rate of 8.0%. 

 

The estimated project value of the hypothetical for-sale residential units is based on the 

estimated sale prices / proceeds from the sale of such units.  For purposes of this preliminary 

economic analysis it is assumed that the hypothetical for-sale housing development program 

would include 10.0% of the units as affordable units per the Town of Mammoth Lakes 

Affordable Housing Policy. 

 

The estimated net project value of each case study development site is based on comparing the 

estimated gross project value to the estimated total development cost.  A summary of the 

estimated net project value for each of the subject case study site development programs is 

presented in the table below. 

 

Table 3: Estimated Project Values (in millions) 

 

     Site A  Site D-1 Site D-2 Site E 

     

Net Operating Income   $  1.0  $  0.2  $  0.2  $    5.7 

Net Sale Proceeds    

Net Project Value   $12.7  $2.0  $2.9  $  86.7 

Development Cost   $19.7  $4.0  $4.5  $107.2 

Net Project Value    ($ 6.9)  ($ 2.0)  ($1.6)  ($20.5) 

Source: A. Plescia & Co. 

 

As indicated the estimated total development cost of subject proposed redevelopment programs 

(based on the assumptions presented in this memorandum) exceed the respective estimated 

project values.  The primary reasons for this result are:  
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 the extent of development costs associated with the proposed type of the proposed 

development programs – in particular the proposed use of structured parking (below-grade) 

for Sites A and E; and the climatic conditions of the Mammoth Lakes area; and  

 the inability of current estimated market-rate rents for commercial and multiple-family 

residential (apartments), and sale prices for ownership housing to fully offset the estimated 

total development costs of the development. 

 

D. Project Cash Flow and Investment Return 

 

For each case study development site we prepared a 20-year operating pro-forma to indicate 

estimated annual income, operating expenses and net operating income – including the 

commercial retail, hotel and multiple-family residential (apartment) uses.  The purpose of these 

calculations was to estimate the amount of available annual net operating that before payment 

of debt service (permanent loan financing) and return to equity investors. 

 

We also prepared a 20-year investment pro-forma for each case study site indicating the 

estimated amount of construction loan, equity, net operating income (or sale proceeds for the 

for-sale residential), debt service and net cash flow.  The estimated annual debt service is based 

on the assumptions listed in Table 4 below. 
 

Table 4: Estimated Financing and Investment Parameters 

 

      Commercial /  

                                                                     Residential  Hotel 

Construction Loan Amount   65.0%   50.0%  

Equity Amount     35.0%   50.0% 

Construction Loan Rate    6.0%   6.0% 

Mortgage Loan Amount    50.0%   50.0% 

Equity Amount     35.0%   50.0% 

Mortgage Rate     6.0%   6.0% 

Mortgage Term     20-years  20-years 

Targeted Return-on-Equity    15.0%   15.0% 

Source: A. Plescia & Co. 

 

The estimated net cash resulting from these calculations is then compared to amount of equity 

required by the assumed loan-to-cost (value) ratios.  Dividing the estimated net cash flow 

yields an estimated return on equity.  Based on the preliminary economic analysis, the 

estimated average annual return-on-equity for the three case study development sites are 3.9% 

for Site A, 0.3% for Site D-1, 4.6% for Site D-2 and 9.2% for Site E.  These are significantly 

lower than the assumed targeted figure for an acceptable return-on-equity to a developer / 

investor of 15.0%. 
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Caveats and Limitations 

 

1. The preliminary economic analysis contained in this document is based, in part, on data and 

information from secondary sources, including the City of Roseville.  A. Plescia & Co. 

believes that these sources are reliable, however, A. Plescia & Co. cannot guarantee the 

accuracy of such data and information. 

 

2. The preliminary economic analysis assumes that neither the local, regional or national 

economy will experience a major recession.  If an unforeseen change occurs in either the 

local, regional or national economy the information contained in this document might not 

be valid. 

 

3. The information contained in this preliminary economic analysis is based on economic 

considerations, not political considerations.  Therefore the preliminary information should 

not be construed as a representation or opinion that any required governmental approvals 

would be secured for any proposed development projects. 

 

4. The preliminary economic analysis is based on the informed judgment of A. Plescia & Co. 

using the best available market, business and economic data and information that reflects 

current real estate market conditions as of the date of this preliminary analysis.  The 

preliminary information and analysis should not be relied upon as sole input and basis for 

any final business decisions regarding any proposed development projects. 

 

5. Any preliminary estimated land values, construction costs, financing costs, lease rates, sales 

income projections, etc. are based on the best available data and information as of the date 

of this preliminary economic analysis.  No warranty or representation, either expressed or 

otherwise, is made that these estimates would actually materialize. 
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Main Street Transportation Corridor and Implementation Plan

Mammoth Lakes, California Progress Draft: February 25, 2013

Site A: Hotel

Table 1: Development Program

I. Site Area

   Square Feet 43,560

   Acres 1.00              

   Ownership Private

   Existing Use (Buildings / Vacant) Vacant

   Proposed District MLR

II. Development Program

Hotel

No. of Floors Four (4)

No. of Rooms 78

   Density 78 rooms /acre

Gross Building Area

   Rooms 50,700

   Other 1,600

   Total 52,300

On-site Parking

   Type Surface /

Underground

   Number

      Surface 9

      Below Grade 69

      Total 78

   Ratio (Spaces / Room) 1.00

   Parking Area 27,300

Lot Coverage 42.0%

Floor-Area-Ratio (FAR) 1.20
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Main Street Transportation Corridor and Implementation Plan

Mammoth Lakes, California Progress Draft: February 25, 2013

Site A: Hotel

Figure 1: Development Program
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Main Street Transportation Corridor and Implementation Plan

Mammoth Lakes, California Progress Draft: February 25, 2013

Site A: Hotel

Table 2: Estimated Development Cost

Hotel

Total Per Room Per SF

Land

   Area (Acres) 1.00                     

   Acquisition/Value 1,000,000$          12,821$               19.12$                 

   Subtotal: Land 1,000,000$          12,821$               19.12$                 

Direct Construction

   Off-site Improvements 50,000$               641$                    0.96$                   

   Sitework / Land Development 435,600$             5,585$                 8.33$                   

   Building Construction

      Lodging 6,799,000$          87,167$               130.00$               

   Furniture, Fixtures & Equipment 975,000$             12,500$               18.64$                 

   Parking 2,047,500$          26,250$               39.15$                 

   General Contractor 1,399,815$          17,946$               26.77$                 

   Contingency 578,172$             7,412$                 11.05$                 

   Subtotal: Direct Construction 12,285,087$        157,501$             234.90$               

Indirect Costs

   Predevelopment / Entitlement 245,702$             3,150$                 4.70$                   

   Architecture / Engineering 737,105$             9,450$                 14.09$                 

   Permits & Fees 2,966,418$          38,031$               56.72$                 

   Affordable Housing Fee 90,566$               1,161$                 1.73$                   

   Taxes, Legal & Insurance 245,702$             3,150$                 4.70$                   

   Franchise Fee 100,000$             1,282$                 1.91$                   

   Marketing & Advertising 150,000$             1,923$                 2.87$                   

   Pre-Opening Expenses 250,000$             3,205$                 4.78$                   

   Contingency 234,746$             3,010$                 4.49$                   

   Development Fee 614,254$             7,875$                 11.74$                 

   Subtotal: Indirect Costs 5,634,493$          72,237$               107.73$               

 

Financing Costs

   Construction Loan Fee 283,794$             3,638$                 5.43$                   

   Interest during Construction 479,611$             6,149$                 9.17$                   

   Subotal: Financing Costs 763,405$             9,787$                 14.60$                 

Total 19,682,985$        252,346$             376.35$               
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Main Street Transportation Corridor and Implementation Plan

Mammoth Lakes, California Progress Draft: February 25, 2013

Site A: Hotel

Table 3: Estimated Hotel Income and Expenses

Amount Ratio (%)

I. Project

No. of Rooms 78.0                   

Average Daily Room Rate 250.00$             

Average Occupancy

   Initial Operating Year 40.0%

   Stabilized Year (4th Operating Year) 50.0%

II. Income 

Room 2,847,000$        98.0%

Telephone 28,470$             1.0%

Other 28,470$             1.0%

Total 2,903,940.00$   100.0%

Less: Cost of Sales 871,182$           30.0%

Gross Operating Income 2,032,758$        70.0%

III. Operating Expenses (Undistributed) 725,985$           25.0%

Administration & General

Management Fee

Franchise Fee

Marketing

Energy

Operation / Maintenancxe

Gross Operating Profit 1,306,773$        45.0%

IV. Fixed Charges 290,394$           10.0%

Property Taxes

Insurance

Replacemnent Reserves

V. Net Operating Income 1,016,379$        35%
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Main Street Transportation Corridor and Implementation Plan

Mammoth Lakes, California Progress Draft: February 25, 2013

Site A: Hotel

Table 4: Sources of Funding

Amount %

I. Sources of Funding

Conventional Debt 9,841,493$         50.0%

Private Equity 9,841,493$         50.0%

Other -$                    0.0%

Total 19,682,985$       100.0%

II. Underwriting Assumptions

Interest Rate 6.00%

Loan Term 20 years

Return-on-Equity (Targeted) 15.00%

Table 5: Estimated Project Value

Amount

I. Hotel

Net Operating Income 1,016,379$               

Project Value (1) 12,704,738$             

Total Development Cost 19,682,985$             

Net Project Value

   Total (6,978,248)$              

   Per Room (89,465)$                   

   Per SF (133.43)$                   

Footnotes:

(1) Based on 8.0% capitalization rate
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Main Street Transportation Corridor and Implementation Plan

Mammoth Lakes, California Progress Draft: February 25, 2013

Site A: Hotel

Table 6: Operating Pro-forma Year Year Year Year Year Year Year Year Year Year

1 2 3 4 5 6 7 8 9 10

I. Project

No. of Rooms 78.0        -                 78.0               78.0               78.0               78.0               78.0               78.0               78.0               78.0               78.0               

Average Daily Room Rate 250$       -                 258$              265$              273$              281$              290$              299$              307$              317$              326$              

Average Occupancy 50% -                 40.0% 43.0% 47.0% 50.0% 50.0% 50.0% 50.0% 50.0% 50.0%

II. Income

Room -$               1,466,205$    3,246,911$    3,655,418$    4,005,404$    4,125,567$    4,249,334$    4,376,814$    4,508,118$    4,643,362$    

Telephone -$               14,662$         32,469$         36,554$         40,054$         41,256$         42,493$         43,768$         45,081$         46,434$         

Other -$               14,662$         32,469$         36,554$         40,054$         41,256$         42,493$         43,768$         45,081$         46,434$         

Total -$               1,495,529$    3,311,849$    3,728,526$    4,085,513$    4,208,078$    4,334,320$    4,464,350$    4,598,280$    4,736,229$    

Less: Cost of Sales -$               448,659$       993,555$       1,118,558$    1,225,654$    1,262,423$    1,300,296$    1,339,305$    1,379,484$    1,420,869$    

Gross Operating Income -$               1,046,870$    2,318,294$    2,609,968$    2,859,859$    2,945,655$    3,034,024$    3,125,045$    3,218,796$    3,315,360$    

III. Operating Expenses and -$               523,435$       1,159,147$    1,304,984$    1,429,929$    1,472,827$    1,517,012$    1,562,522$    1,609,398$    1,657,680$    

  and Replacement Reserves

Gross Operating Profit -$               523,435$       1,159,147$    1,304,984$    1,429,929$    1,472,827$    1,517,012$    1,562,522$    1,609,398$    1,657,680$    

Less: Fixed Charges / Reserves -$               149,553$       331,185$       372,853$       408,551$       420,808$       433,432$       446,435$       459,828$       473,623$       

IV. Net Operating Income -$               373,882$       827,962$       932,132$       1,021,378$    1,052,019$    1,083,580$    1,116,087$    1,149,570$    1,184,057$    
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Progress Draft: February 25, 2013 Progress Draft: February 25, 2013

Site A: Hotel

Table 6: Operating Pro-forma Year Year Year Year Year Year Year Year Year Year

11 12 13 14 15 16 17 18 19 20

I. Project

No. of Rooms 78.0               78.0               78.0               78.0               78.0               78.0               78.0               78.0               78.0               78.0               

Average Daily Room Rate 336$              346$              356$              367$              378$              389$              401$              413$              426$              438$              

Average Occupancy 50.0% 50.0% 50.0% 50.0% 50.0% 50.0% 50.0% 50.0% 50.0% 50.0%

II. Income

Room 4,782,662$    4,926,142$    5,073,927$    5,226,144$    5,382,929$    5,544,417$    5,710,749$    5,882,072$    6,058,534$    6,240,290$    

Telephone 47,827$         49,261$         50,739$         52,261$         53,829$         55,444$         57,107$         58,821$         60,585$         62,403$         

Other 47,827$         49,261$         50,739$         52,261$         53,829$         55,444$         57,107$         58,821$         60,585$         62,403$         

Total 4,878,316$    5,024,665$    5,175,405$    5,330,667$    5,490,587$    5,655,305$    5,824,964$    5,999,713$    6,179,704$    6,365,095$    

Less: Cost of Sales 1,463,495$    1,507,400$    1,552,622$    1,599,200$    1,647,176$    1,696,591$    1,747,489$    1,799,914$    1,853,911$    1,909,529$    

Gross Operating Income 3,414,821$    3,517,266$    3,622,784$    3,731,467$    3,843,411$    3,958,713$    4,077,475$    4,199,799$    4,325,793$    4,455,567$    

III. Operating Expenses and 1,707,410$    1,758,633$    1,811,392$    1,865,734$    1,921,706$    1,979,357$    2,038,737$    2,099,900$    2,162,897$    2,227,783$    

  and Replacement Reserves

Gross Operating Profit 1,707,410$    1,758,633$    1,811,392$    1,865,734$    1,921,706$    1,979,357$    2,038,737$    2,099,900$    2,162,897$    2,227,783$    

Less: Fixed Charges / Reserves 487,832$       502,467$       517,541$       533,067$       549,059$       565,530$       582,496$       599,971$       617,970$       636,510$       

IV. Net Operating Income 1,219,579$    1,256,166$    1,293,851$    1,332,667$    1,372,647$    1,413,826$    1,456,241$    1,499,928$    1,544,926$    1,591,274$    

15702075

Page A7



Main Street Transportation Corridor and Implementation Plan

Mammoth Lakes, California Progress Draft: February 25, 2013

Site A: Hotel

Table 7: Investment Pro-forma Year Year Year Year Year Year Year Year Year Year

1 2 3 4 5 6 7 8 9 10

I. Income

Gross Operating Income -$                 1,046,870$     2,318,294$    2,609,968$    2,859,859$    2,945,655$    3,034,024$    3,125,045$    3,218,796$    3,315,360$    

Less: Operating Expenses -$                 523,435$        1,159,147$    1,304,984$    1,429,929$    1,472,827$    1,517,012$    1,562,522$    1,609,398$    1,657,680$    

Less: Fixed Charge / Reserves -$                 149,553$        331,185$       372,853$       408,551$       420,808$       433,432$       446,435$       459,828$       473,623$       

Net Operating Income -$                 373,882$        827,962$       932,132$       1,021,378$    1,052,019$    1,083,580$    1,116,087$    1,149,570$    1,184,057$    

II. Development Costs

 Land 1,000,000$     650,000$         350,000$        

 Direct 12,285,087$   7,985,307$      4,299,780$     

 Indirect 5,634,493$     3,662,420$      1,972,073$     

 Financing 763,405$        496,213$         267,192$        

 Total 19,682,985$   12,793,940$    6,889,045$     

Unlevergaged Cash Flow (12,793,940)$   (6,889,045)$    827,962$       932,132$       1,021,378$    1,052,019$    1,083,580$    1,116,087$    1,149,570$    1,184,057$    

III. Construction Loan

Equity 9,841,493$      

 Construction Draw 6,396,970$      3,444,522$     

 Loan Repayment 9,841,492$     

IV. Permanent Loan

 Funding 9,841,492$     

 Debt Service (423,045)$       (846,090)$      (846,090)$      (846,090)$      (846,090)$      (846,090)$      (846,090)$      (846,090)$      (846,090)$      

Net Cash Flow (49,163)$         (18,128)$        86,042$         175,288$       205,929$       237,490$       269,997$       303,480$       337,967$       

V. Equity Investment

 Equity Amount 9,841,493$      

 Return-on-Equity -0.50% -0.18% 0.87% 1.78% 2.09% 2.41% 2.74% 3.08% 3.43%
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Mammoth Lakes, California Progress Draft: February 25, 2013

Site A: Hotel

Table 7: Investment Pro-forma Year Year Year Year Year Year Year Year Year Year

11 12 13 14 15 16 17 18 19 20

I. Income

Gross Operating Income 3,414,821$    3,517,266$    3,622,784$    3,731,467$    3,843,411$    3,958,713$    4,077,475$    4,199,799$    4,325,793$    4,455,567$    

Less: Operating Expenses 1,707,410$    1,758,633$    1,811,392$    1,865,734$    1,921,706$    1,979,357$    2,038,737$    2,099,900$    2,162,897$    2,227,783$    

Less: Fixed Charge / Reserves 487,832$       502,467$       517,541$       533,067$       549,059$       565,530$       582,496$       599,496$       617,970$       636,510$       

Net Operating Income 1,219,579$    1,256,166$    1,293,851$    1,332,666$    1,372,646$    1,413,826$    1,456,242$    1,500,403$    1,544,926$    1,591,274$    

II. Development Costs

 Land 

 Direct 

 Indirect 

 Financing 

 Total 

Unlevergaged Cash Flow 1,219,579$    1,256,166$    1,293,851$    1,332,666$    1,372,646$    1,413,826$    1,456,242$    1,500,403$    1,544,926$    1,591,274$    

III. Construction Loan

 Construction Draw 

 Loan Repayment 

IV. Permanent Loan

 Funding 

 Debt Service (846,090)$      (846,090)$      (846,090)$      (846,090)$      (846,090)$      (846,090)$      (846,090)$      (846,090)$      (846,090)$      (846,090)$      

Net Cash Flow 373,489$       410,076$       447,761$       486,576$       526,556$       567,736$       610,152$       654,313$       698,836$       745,184$       

V. Equity Investment

 Equity Amount 

 Return-on-Equity 3.79% 4.17% 4.55% 4.94% 5.35% 5.77% 6.20% 6.65% 7.10% 7.57%
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Main Street Transportation Corridor and Implementation Plan

Mammoth Lakes, California Progress Draft: February 25, 2013

Site D1: Residential / Commercial Mixed-Use

Table 1: Development Program

I. Site Area

   Square Feet 21,780

   Acres 0.50

   Ownership Private

   Existing Use (Buildings / Vacant) Vacant

   Proposed District D

II. Development Program

Retail

   No. of Floors One (1)

   Building Area (SF) 5,000

   Parking

      Type None

      Number None

Residential (Rental)

   No. of Floors One (1)

   No. of Units Five (5)

   Unit Type / Sizes Rental 

   Building Area (SF) 5,000

   On-site Parking

      Type Surface

      Number 9

Total Building Area 10,000

Density (Residential) 10 du / acre

Lot Coverage 48.0%

Floor-Area-Ratio (FAR) 0.55
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Site D1: Residential / Commercial Mixed-Use

Figure 1: Development Program
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Main Street Transportation Corridor and Implementation Plan

Mammoth Lakes, California Progress Draft: February 25, 2013

Site D1: Residential / Commercial Mixed-Use

Table 2: Estimated Development Cost

Residential Commercial

Total Per Unit Per SF Total Per SF Total

Land

   Area (Acres) 0.30                     0.20                     0.50                

   Acquisition/Value 300,000$             60,000.00$     60.00$          200,000$             40.00$        500,000$        

   Subtotal: Land 300,000.00$        60,000.00$     60.00$          200,000.00$        40.00$        500,000$        

Direct Construction

   Off-site Improvements 45,000$               9,000$            9.00$            30,000$               6.00$          75,000$          

   Sitework / Land Development 130,680$             26,136$          26.14$          87,120$               17.42$        217,800$        

   Building Construction

      Commercial 5,000    550,000$             110.00$      550,000$        

      Residential (Rental) 5,000    600,000$             120,000$        120.00$        600,000$        

   Tenant Improvements

      Commercial 5,000    200,000$             40.00$        200,000$        

   General Contractor 116,352$             23,270$          23.27$          130,068$             26.01$        246,420$        

   Contingency 542,976$             108,595$        108.60$        60,698$               12.14$        603,674$        

   Subtotal: Direct Construction 1,435,008$          287,002$        287.00$        1,057,886$          211.58$      2,492,894$     

Indirect Costs

   Predevelopment / Entitlement 28,700$               5,740$            5.74$            21,157.73$          4.23$          49,858$          

   Architecture / Engineering 86,100$               17,220$          17.22$          63,473$               12.69$        149,574$        

   Permits & Fees 173,495$             34,699$          34.70$          136,500$             27.30$        309,995$        

   Affordable Housing Fee -$                     -$                -$             -$                     -$           -$                

   Taxes, Legal & Insurance 28,700$               5,740$            5.74$            21,158$               4.23$          49,858$          

   Marketing & Advertising 25,000$               5,000$            5.00$            12,500$               2.50$          37,500$          

   Leasing Commissions -$                     -$                -$             25,000$               5.00$          25,000$          

   Administration & Overhead 28,700$               5,740$            5.74$            21,158$               4.23$          49,858$          

   Contingency 18,535$               3,707$            3.71$            15,047$               3.01$          33,582$          

   Development Fee 71,750$               14,350$          14.35$          52,894$               10.58$        124,645$        

   Subtotal: Indirect Costs 460,981$             92,196$          92.20$          368,888$             73.78$        829,869$        

 

Financing Costs

   Construction Loan Fee 42,822$               8,564$            8.56$            31,722$               6.34$          74,544$          

   Interest during Construction 83,502$               16,700$          16.70$          61,858$               12.37$        145,361$        

   Subotal: Financing Costs 126,324$             25,265$          25.26$          93,580$               18.72$        219,904$        

Total 2,322,313$          464,463$        464.46$        1,720,354$          344.07$      4,042,667$     
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Main Street Transportation Corridor and Implementation Plan

Mammoth Lakes, California Progress Draft: February 25, 2013

Site D1: Residential / Commercial Mixed-Use

Table 3: Estimated Residential Rental Income

Unit Leasable Rent Monthly Monthly Annual

Units Size (SF) Area (SF) Per SF Rent Income Income

I. Gross Potential Revenue

   Apartments 5           950 4,750            2.00$       1,900$       9,500$               114,000$           

   Total 5           4,750            9,500$               114,000$           

   Parking 9           75$            675$                  8,100$               

   Other Income 190$                  2,280$               

Total Rental Income 124,380$           

Less: Vacancy (5.0%) 6,219$               

Effective Gross Income 118,161$           

II. Operating Expenses 29,540$             

   Management

   Repairs/Maintenance

   Insurance

   Taxes

   Reserves

III. Net Operating Income 88,621$             
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Main Street Transportation Corridor and Implementation Plan

Mammoth Lakes, California Progress Draft: February 25, 2013

Site D1: Residential / Commercial Mixed-Use

Table 4: Estimated Commercial Lease Income

Net Leasable Rent / SF / Monthly Annual

SF % Month (NNN) Income Income

I. Rental Income

Retail 5,000       100.0% 1.50$          7,500$            90,000$          

Total 5,000       100.0% 7,500$            90,000$          

Tenant Reimbursements 0.75$          3,750$            45,000$          

Gross Income 11,250$          135,000$        

 

Less: Vacancy (10.0%) 1,125$            13,500$          

Effective Gross Income 121,500$        

II. Operating Expenses (1) 45,000$          

   Management

   Repairs/Maintenance

   Insurance

   Taxes

   Reserves

III. Net Operating Income 76,500$          

Footnotes:

(1) Based on $9.00 per square foot of building area per year
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Main Street Transportation Corridor and Implementation Plan

Mammoth Lakes, California Progress Draft: February 25, 2013

Site D1: Residential / Commercial Mixed-Use

Table 5: Sources of Funding

Residential Commercial

Amount % Amount %

I. Sources of Funding

Conventional Debt 1,234,327$     65.0% 1,189,782$     65.0%

Private Equity 664,638$        35.0% 640,652$        35.0%

Other -$                0.0% -$                0.0%

Total 1,898,965$     100.0% 1,830,434$     100.0%

II. Underwriting Assumptions

Interest Rate 6.00% 6.00%

Loan Term 20 years 20 years

Return-on-Equity (Targeted) 15.00% 15.00%

Table 6: Projected Project Value

Amount

I. Residential (Rental)

Net Operating Income 88,621$          

Project Value (1) 1,107,763$     

Total Development Cost 2,322,313$     

Net Project Value (1,214,551)$    

   Per Unit (134,950)$       

   Per SF (121.46)$         

II. Commercial (Retail)

Net Operating Income 76,500$          

Project Value (1) 956,250$        

Total Development Cost 1,720,354$     

Net Project Value (764,104)$       

Per SF (152.82)$         

III. Total - Net Project Value

Residential (Rental) (1,214,551)$    

Commercial (764,104)$       

Total (1,978,655)$    

Footnotes:

(1) Based on 8.0% capitalization rate 

Page D6



Main Street Transportation Corridor and Implementation Plan

Mammoth Lakes, California Progress Draft: February 25, 2013

Site D1: Residential / Commercial Mixed-Use

Table 7: Operating Pro-forma

Year Year Year Year Year Year Year Year Year Year

1 2 3 4 5 6 7 8 9 10

I. Income

Effective Gross Income 239,661$        -$               123,425$        254,256$       261,884$       269,741$       277,833$       286,168$       294,753$       303,595$       312,703$       

Less: Operating Expenses 74,540$          -$               38,388$          79,079$         81,452$         83,895$         86,412$         89,005$         91,675$         94,425$         97,258$         

Net Operating Income 165,121$        -$               85,037$          175,177$       180,432$       185,845$       191,420$       197,163$       203,078$       209,170$       215,445$       

II. Development Costs

Land 500,000$        325,000$        175,000$        

Direct 2,492,894$     1,620,381$     872,513$        

Indirect 829,869$        539,415$        290,454$        

Financing 219,904$        142,938$        76,966$          

Total 4,042,667$     2,627,734$     1,414,933$     

Unlevergaged Cash Flow (2,627,734)$    (1,414,933)$    175,177$       180,432$       185,845$       191,420$       197,163$       203,078$       209,170$       215,445$       

III. Construction Loan

Equity 1,414,933$     

Construction Draw 1,708,027$     919,707$        

Loan Repayment 2,627,734$     

IV. Permanent Loan

Funding 2,627,734$     

Debt Service 112,955$        225,910$       225,910$       225,910$       225,910$       225,910$       225,910$       225,910$       225,910$       

Net Cash Flow -$               (27,918)$         (50,733)$        (45,478)$        (40,065)$        (34,490)$        (28,747)$        (22,832)$        (16,740)$        (10,465)$        

V. Equity Investment

Equity Amount 1,414,933$     

Return-on-Equity -1.97% -3.59% -3.21% -2.83% -2.44% -2.03% -1.61% -1.18% -0.74%
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Mammoth Lakes, California Progress Draft: February 25, 2013

Site D1: Residential / Commercial Mixed-Use

Table 7: Operating Pro-forma

Year Year Year Year Year Year Year Year Year Year

11 12 13 14 15 16 17 18 19 20

I. Income

Effective Gross Income 322,084$       331,747$       341,699$       351,950$       362,509$       373,384$       384,586$       396,123$       408,007$       420,247$       

Less: Operating Expenses 100,176$       103,181$       106,276$       109,465$       112,748$       116,131$       119,615$       123,203$       126,899$       130,706$       

Net Operating Income 221,909$       228,566$       235,423$       242,486$       249,760$       257,253$       264,971$       272,920$       281,107$       289,541$       

II. Development Costs

Land

Direct

Indirect

Financing

Total

Unlevergaged Cash Flow 221,909$       228,566$       235,423$       242,486$       249,760$       257,253$       264,971$       272,920$       281,107$       289,541$       

III. Construction Loan

Construction Draw

Loan Repayment

IV. Permanent Loan

Funding

Debt Service 225,910$       225,910$       225,910$       225,910$       225,910$       225,910$       225,910$       225,910$       225,910$       225,910$       

Net Cash Flow (4,001)$          2,656$           9,513$           16,576$         23,850$         31,343$         39,061$         47,010$         55,197$         63,631$         

V. Equity Investment

Equity Amount

Return-on-Equity -0.28% 0.19% 0.67% 1.17% 1.69% 2.22% 2.76% 3.32% 3.90% 4.50%
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Mammoth Lakes, California Progress Draft: February 25, 2013

Site D2: Residential / Commercial Mixed-Use

Table 2: Estimated Development Cost

Residential Commercial

Total Per Unit Per SF Total Per SF Total

Land

   Area (Acres) 0.30                0.20                  0.50                  

   Acquisition/Value 300,000$        200,000$           40.00$       500,000$           

   Subtotal: Land 300,000.00$   200,000.00$      40.00$       500,000$           

Direct Construction

   Off-site Improvements 45,000$          5,000$       4.50$         30,000$             6.00$         75,000$             

   Sitework / Land Development 130,680$        14,520$     13.07$       87,120$             8.71$         217,800$           

   Building Construction

      Commercial 5,000      550,000$           110.00$     550,000$           

      Residential (Rental) 10,000    1,200,000$     133,333$   120.00$     1,200,000$        

   Tenant Improvements

      Commercial 5,000      200,000$           40.00$       200,000$           

   General Contractor 206,352$        22,928$     20.64$       130,068$           26.01$       336,420$           

   Contingency 96,298$          10,700$     9.63$         60,698$             12.14$       156,996$           

   Subtotal: Direct Construction 1,678,330$     186,481$   167.83$     1,057,886$        211.58$     2,736,216$        

Indirect Costs

   Predevelopment / Entitlement 33,567$          3,730$       3.36$         21,158$             4.23$         54,724$             

   Architecture / Engineering 100,700$        11,189$     10.07$       63,473$             12.69$       164,173$           

   Permits & Fees 312,291$        34,699$     31.23$       136,500$           27.30$       448,791$           

   Affordable Housing Fee -$                -$           -$           -$                  -$           -$                  

   Taxes, Legal & Insurance 33,567$          3,730$       3.36$         21,158$             4.23$         54,724$             

   Marketing & Advertising 37,500$          4,167$       3.75$         12,500$             2.50$         50,000$             

   Leasing Commissions -$                -$           -$           25,000$             5.00$         25,000$             

   Administration & Overhead 33,567$          3,730$       3.36$         21,158$             4.23$         54,724$             

   Contingency 27,560$          3,062$       2.76$         15,047$             3.01$         42,607$             

   Development Fee 83,916$          9,324$       8.39$         52,894$             10.58$       136,811$           

   Subtotal: Indirect Costs 662,667$        73,630$     66.27$       368,888$           73.78$       1,031,555$        

 

Financing Costs

   Construction Loan Fee 51,499$          5,722$       5.15$         31,722$             6.34$         83,222$             

   Interest during Construction 100,424$        11,158$     10.04$       61,858$             12.37$       162,282$           

   Subotal: Financing Costs 151,923$        16,880$     15.19$       93,580$             18.72$       245,504$           

Total 2,792,919$     276,991$   249.29$     1,720,354$        344.07$     4,513,274$        
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